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been prompted by scandals, such as the major bookkeeping scams at the beginning of the 21 th century and the more recent credit crisis, which suggests a weakening in the ethics of organizations. On the other hand, the widespread adoption of ethics programs suggests an improvement in organizational ethics. For example, 86% of the Fortune
Global 200 companies had a code in , compared to 49% in 1999 (KPMG, 2008 .
In this paper, the findings are reported of a longitudinal study of the ethics of U.S. organizations. The ethics of organizations is operationalized not only as the frequency of unethical behavior and the scope of ethics programs, but also as the ethical culture and the (potential) consequences of unethical behavior. One approach to examining these elements is to measure and analyze the perceptions of managers and employees. 2 In this study, the "KPMG Ethics & Integrity Thermometer" was used to measure the perceptions of the U.S. working population at three different points in time:
in 1999, before the major bookkeeping scandals were exposed, in 2004, after the bookkeeping frauds became public and new rules and regulations were promulgated in response to these incidents, and in 2008, when the first signs of the credit crisis emerged. The total number of respondents was 12, 196 . Before the findings are reported, the model and method will be discussed.
A MODEL FOR MEASURING THE ETHICS OF ORGANIZATIONS
To measure the ethics of organizations, we first have to distinguish the elements it is composed of. A model for measuring the ethics of organizations can be structured along the lines of three general business ethics theories.
The three most frequently cited business ethics theories are virtue ethics, deontological ethics, and consequential ethics (Kaptein and Wempe, 2002 To measure the ethics of organizations, we can focus on the intentions of the organization, its conduct and effects. The intentions of an organization are located in the way in which the organization promotes ethical behavior and prevents unethical behavior. This study employed the Corporate Ethical Virtues Model developed by Kaptein (1998 Kaptein ( , 2008a . This is a model that distinguishes between a range of organizational virtues and lends itself to measuring the relevant intentions of an organization. To identify the organizational virtues with reference to which unethical behavior can be explained and prevented, Kaptein (2008a) analyzed multiple cases of unethical behavior Eight virtues were distinguished: (1) clarity, defined as the extent to which ethical expectations, such as values, norms and rules, are concrete, comprehensive and understandable to managers and employees; (2) congruency of management, defined as the extent to which the board and middle management behave in accordance with ethical expectations; (3) congruency of supervisors, defined as the extent to which local management behave in accordance with ethical expectations; (4) feasibility, defined as the extent to which the organization makes sufficient time, budgets, equipment, information and authority available to enable management and employees to fulfill their responsibilities; (5) supportability, defined as the extent to which the organization stimulates identification with, involvement in and commitment to ethical expectations among management and employees; (6) transparency, defined as the extent to which ethical and unethical behavior and its consequences are visible to those managers and employees who can act upon it; (7) discussability, defined as the extent to which ethical issues, such as ethical dilemmas and alleged unethical behavior, can be discussed internally by managers and employees; and (8) sanctionability, defined as the extent to which managers and employees believe that unethical behavior will be punished and ethical behavior will be rewarded, as well as the extent to which the organization learns from unethical behavior. Measurement of the perceptions of managers and employees regarding the existence of these virtues in their organization unravels the ethical culture of an organization. According to this approach, the stronger the presence of these virtues the more ethical the organization is.
Next to the informal intentions, an organization also has formal intentions which are labeled as the ethics program of an organization (Berenbeim, 1992; Ferrell, Thorne LeClair, and Ferrell, 1998; Treviño and Weaver, 2003 (9) pre-employment screenings of the ethics of applicants (cf., Treviño and Weaver, 2003; . The ethical quality of an organization is directly related to the comprehensiveness and effective implementation of its ethics program. According to the Federal Sentencing Guidelines for Organizations, for example, the adoption of an effective ethics program demonstrates that an organization is "committed" and "capable" of preventing, detecting and responding to unethical behavior. The Guidelines also assert that organizations whose ethics programs are more effective will receive a lower penalty in the event of a legal violation than those whose programs are less effective.
Next to the informal intentions (ethical culture) and formal intentions (ethics program), behavior itself can be the object of measurement. The ethics of an organization is then based on, for example, the frequency of unethical behavior and the seriousness of ethical transgressions. Unethical behavior in and of organizations is commonly defined as behavior that violates generally accepted moral norms of behavior (Jones, 1991; Treviño, Weaver, and Reynolds, 2006) . Ethical behavior implies adherence to these moral norms whereas unethical behavior implies the violation of these moral norms. Examples of commonly considered types of unethical behavior are "corruption", "fraud", "stealing" and "sexual harassment" (Crane and Matten, 2007) .
Finally, the ethics of an organization can be derived from measuring the impact of the behavior of an organization, its managers and employees. The well-known stakeholder model, originally developed by Freeman (1984) and further developed by, for example, Donaldson and Preston (1995) , Mitchell, Agle and Wood (1997) , and ethics. 4 Stakeholders, such as shareholders, employees and customers, are those individuals and organizations who have an interest in the organization and who depend on the organization. Shareholders and other suppliers of financial capital, for example, primarily seek to achieve a good return on their investment, while the primary desire of customers is good quality products and services. From this perspective, the ethics of an organization can be deduced from the extent to which the legitimate interests of stakeholders are realized. The impact of (un)ethical behavior on the (direct) interests of the organization (which coincides but can also conflict with the interests of one or more stakeholder) can also be determined. Organizational interests include high levels of productivity, efficiency, market-share, reputation, and profit. behavior and behavior has effects. However, other factors may also influence behavior and its effects (see, for example, Baucus and Near (1991) , Greenberg (2002 ), Jones, (1991 and Treviño (1986) ). 5 For the purpose of this study, we will focus on the elements as depicted in Figure 1 . Ethical culture. To measure the ethical culture of an organization, the virtue ethics model as discussed above was employed. 6 For each of the eight dimensions, a five-point Likert type scale ranging from "1 = strongly disagree" to "5 = strongly agree" was used to measure different items. Reliabilities (Cronbach"s alphas) of all dimensions were above the required minimum of 0.70, as suggested by Nunally (1978) . Due to the fact that the scale was slightly refined between 1999 and 2004, dummy scores substituted the questions that were not included in the first measurement.
7
Unethical behavior. At the time of our first measurement only one scale was available for unethical behavior. However, this scale of 17 items, which was developed by Newstrom and Ruch (1975) and used by others (Akaah, 1996; Treviño, Butterfield, and McCabe, 1998; Jackson and Artola, 1997; Zey-Ferrell and Ferrell, 1982) , is limited. Effects. At the time the studies were conducted, no scale was available to measure the perceived effects of unethical behavior. Therefore, a new set of questions was developed. For stakeholders, the same five clusters as distinguished in the model for unethical behavior were used. The question read: "I believe the following stakeholders have favorable views about the ethics and integrity of my organization"
As Newstrom and
and was measured using a five-point Likert-type scale ranging from "1 = strongly disagree" to "5 = strongly agree" for each stakeholder. 8 For the organization, the same response scale was used. The question was "If discovered, the violation(s) I observed could potentially result in..." Respondents were asked to indicate consequences ranging from "significant loss of public trust", "significant legal fines or sanctions", "significant loss of new or existing customers", and "significant loss of employee morale or productivity". This paper presents only the consequences measured in 2004 and 2008 as a different scale for unethical behavior was used in 1999.
RESULTS
In the following section the results are discussed, starting with the existence of ethics programs in U.S. organizations. 
Ethics programs

Ethical culture
As is shown in Table 4 , clarity was most visibly embedded in U.S. Table 6 depicts the percentage of respondents who had personally observed or had first-hand knowledge of the given type of unethical behavior occurring during the past twelve months (combining the scores for rarely, sometimes, often, and (almost) always). Clustering the types of unethical behavior by stakeholder category, as depicted in Whereas Table 9 reports the negative impact of observed unethical behavior, reputation and credibility and brand success (Herbig and Milewicz, 1997) , between investments in information technology and market value (Im, Dow, and Grover, 2001) , between advertising and goodwill (Luhta and Virtanen, 1996) , between the organizational learning culture and financial performance (Škerlavaj, Štemberger, Škrinjar, and Dimovski, 2007) and between human resources management and organizational performance (Hailey, Farndale, and Truss, 2005) . Another, complementary, explanation is that other factors could be responsible for the decline in unethical behavior. The regression analysis showed that about two thirds of unethical behavior in and of organizations could not be attributed to ethical culture and ethics programs. Future research could be conducted to identify other factors that explain (the change in) unethical behavior, such as the factors suggested by Baucus and Near (1991) , Greenberg (2002) , Jones (1991), and Treviño (1986) .
Unethical behavior
SUMMARY
Limitations and Research Implications
This study has its limitations, four of which will be discussed here. The first limitation is related to the scales and measures used. Unfortunately, the study lacked constructs that were studied in this paper, the most important components of ethics programs and the most significant dimensions of ethical culture.
Practical Implications
This paper hopefully illustrated the value of measuring and monitoring the ethics of organizations at national level. But individual organizations can also measure and monitor their ethics by conducting studies similar to the one discussed in this paper.
Multiple measurements of the ethics of an organization will be especially useful in revealing developments and to assist boards in finding answers to questions like: "Is our Thermometer" was used in this study. Version 1 is the questionnaire as developed and presented by Kaptein (1998) and Kaptein and Van Dalen (2000) . Version 3 is the questionnaire as further developed and tested by Kaptein (2008a) . The latter version was not used because it was not available at the time of data collection for the first two measurements. Using Version 3 only the third measurement would have reduced the feasibility of comparing the different measurements with each other.
